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Uruguay is working toward a major change in its energy mix by installing wind and solar farms,
biomass energy plants, and a regasification plant—actions that will thrust it to the forefront of
countries generating and using clean energy (NotiSur, Nov. 20, 2009). The program spearheaded
by the progressive Frente Amplio administration aims to make South America’s second-smallest
country more independent from foreign energy sources by 2016.
In addition, Uruguay has opened up oil exploration for the first time. Based on geological studies
that indicate a probability of economically viable oil fields, Brazilian and Venezuelan state oil
companies and the French firm Total have already lined up for onshore and offshore exploration.
Experts attending a renewable-energy seminar of the 160-member International Renewable
Energy Agency (IRENA) organized last June in Montevideo buzzed about the "Uruguayan energy
revolution."
With the modesty characteristic of Uruguayans, Ramón Méndez Galain, head of the Dirección
Nacional de Energía (DNE), told the German news agency Deutsche Presse-Agentur (DPA), "Call
it a revolution, or call it what you will, what is certain is that we are on the edge of a profound
and radical change that will liberate us from dependence on external sources … and gain energy
sovereignty." He noted there are high costs associated with using oil imports for thermal generation.
The planned developments will also free the country from a divisive and exhausting nuclear energy
debate (NotiSur, Dec. 11, 2009).
When the final stage of the plan is complete in 2016, more than half of Uruguay’s energy will be
from renewable sources, reducing the cost of energy generation by about 30%. More importantly,
Méndez Galain pointed out, revamping the energy program will eliminate any possibility that the
country could be left without energy, become paralyzed, or be forced to operate above amortizable
costs.
By the government’s target year of 2016, Uruguay expects to have an energy surplus it could export
to either or both of its two large neighbors, Brazil and Argentina. The ambitious energy plan was
launched when the country’s first progressive administration began in 2005 under President Tabaré
Vázquez (2005-2010) and continues under Uruguay’s second leftist head of state, President José
Mujica, whose term ends in 2015.

Regasification plant draws protest
Residents of the western section of Montevideo have protested construction of a regasification
plant to be built by Gaz de France-Suez. They criticize the government for inconsistency, accusing
it of saying it supports clean energy while not requiring an environmental-impact report for plant
construction in a semi-urban area along the banks of the Río de la Plata.
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Last May, they issued their first warning against the plant proposed near their homes after
the French firm won the bid to build it. Other foreign firms unsuccessfully participating in the
bidding were Enagás of Spain, Höegh of Norway, and Samsung of Korea. President Mujica has not
responded to additional protests held Aug. 22 and Sept. 19.

Solar and wind power accepted
Solar projects, however, have not received protests. People living near proposed solar farms are
expected to benefit from reduced electric rates. The three 166-megawatt projects already underway
are expected to provide the equivalent of 2% of solar energy by 2016.
Wind farms and family-owned mini-windmills dotting the Uruguayan landscape make it easy
to see the change that is taking place with this type of energy (NotiEn, May 2011). A government
incentive program allows windmill owners to receive compensation via a two-way metering system
measuring energy consumption and generation. Residential users with their own windmill are paid
for surplus energy produced.
The Programa de Energía Eólica en Uruguay (PEEU), which will eventually include 500 windmills on
25 wind farms, has the backing of the UN Development Programme (UNDP). When complete, total
public and private investment in this wind energy will reach US$7 billion.
In a country where electrical generation was historically reserved for state-owned Usinas y
Transmisiones Eléctricas (UTE), the change will allow the private sector to triple its share of
electricity generation, from a meager 10% its installed capacity represented in 2012 to the 30% that
generous winds sweeping the barren land should make possible by 2016. Last March the system’s
generating potential was 2,867 MW with just 21 wind farms providing a total of 988 MW.

Renewable sources to provide more than 50% of electricity
The technological advancement will alleviate Uruguay’s current heavy dependence on foreign
energy. By the time the first stage of the program is completed in 2016, the country will be able to
count on renewable resources for more that 50% of its energy. No other country in the world has
been able to reach that ambitious goal. The International Energy Agency (IEA) says average global
use of renewable energy stands at 17%, with the European Union (EU) aiming for 20% of its energy
supply to come from renewable resources by 2020.
"Political will plus the technical ability to identify energy opportunities are two key factors paving
the way for this small South American economy to become a global leader, particularly in wind
energy," Spanish expert Hugo Lucas, the political director of IRENA, told the Uruguayan radio
station El Espectador on June 12.
Historically, the state-owned UTE generated all of the country’s electrical power from a myriad
of highly contaminating oil and coal plants. The binational Uruguayan-Argentine plant at Salto
Grande was the first and only hydroelectric plant from 1945 until 1979. Between 2000 and 2010,
during lengthy droughts, 70% of imported oil went to generate electricity. In the first decade of the
21st century, oil accounted for an average of 58% of the national consumption. Heavy rains in 2010
reduced hydroelectric generation to 48% of the total.
With renewable resources taking the place of petroleum as the major source of energy for electrical
generation, radical change will come in the near future. When the progressive Frente Amplio
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administration completes the first stage of its program, according to the DNE, oil will represent
just 40% of the energy mix. Once the regasification plant comes on line, fossil fuels will represent
less than 45% of the mix. The DNE estimates that, barring significant technological changes in
transportation, crude oil use will drop to 35% in 2030 and remain at that level.
Méndez Galain summarized the importance of the change in a nutshell: "Not only are we moving
toward more energy sovereignty, but the country will also be able to redirect the enormous amount
of foreign exchange now used to import petroleum to programs of social impact. We will reduce our
vulnerability to climate change and not be dependent on rain. Above all, we will be able to reduce
the fear of having a future without enough energy for development."
The state energy director said, "Energy costs increase everywhere, thus by slowing them Uruguay
is already having notable success." He estimated costs could drop by about 30%, thanks to the
combination of various programs.
The energy specialist clarified that the costs of generation—not necessarily the rates charged
customers —would drop by this percentage. "Since UTE is a state-owned company, which means
there aren’t any stockholders eagerly seeking dividends to take out of the country, the 30%
reduction can be used to reduce user rates," he said.
Méndez Galain and political officials agree that eliminating the profit motive puts Uruguay in a
position to do what no other country can do. In addition to dropping domestic energy rates, it will be
able to also fix preferential rates for certain sectors—both strategic sectors and those that require a
high degree of skilled labor. The dairy industry, which enjoys high international prestige, is a case in
point. Energy support for dairy producers could significantly help increase that industry’s exports.

-- End --
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